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'.:,?, -We have c o n s i d e r e d  y o u r  a p p l i c a t i o n  f o r  e x e m p t i o n  from F e d e r n l  
. , i .nc&e'..-tax a6 a n  o r g a n i z a t i o n  d e s c r i b e d  i n  s e c t i o n  5 0 1 ( c )  ( 1 2 )  of  
%L tb;B, . ,~n'ternal  Reveriue Code o f  1986.  

. , . . , 

.> . 
.,,. ". Be $eve a l s o  c o n s i d e r e d  w h e t h e r  you q u a l i f y  f o r  e x e a p t i o n  
'>-ud$er . s & c t i o n  5Ol ( c )  (4 )  of t h e  Code. 

- , ~. . , ,  
~. .. .. . .- ._: . , .%,, 

. .' -. 
,. , .d,3: .Pq,r~r, :y~ur o r g c n l z i a g  document,  y o u  a u b m i t t e d  a D e c l a r a t i o n  o f  
, ~ a & $ m e a t $ ,  C o n d i t i o n s ,  and O b l i g a t i o n s  which  was f i l e d  in 

* * * * * * * *  h  County,  ********** n, on * * * * * *  **** *****  .  
. , 

' y o u r  i . ac t iv :~ t i e s  a r e  r e l a t e d  t o  t h e  c o n e t r u c t i o n  and 
a a i a t e n a n c e  of  a p r i v a t e  r o a d  and e a s e m e n t  and a r e  l i m i t e d  t o  
G r r e . n g e n e n t o  f o r  r oad  work a n d  *  l l e c t i o n  of aasessnaen t s .  
~ s i e s s m e n t s  a r e  l e v i e d  a g a i n s t  ** l o t  owneru and f o u r  eagenent  
h o l d e r s ,  ,. , ' 

. S e c t i o d  5 0 1  ( c )  of t h e  Code describes c e r t a i n  o r g a n i z a t  ions  
exempt f r o a  incolne t a x  u n d e r  a e c t i o n  5 0 1 ( a )  a n d  r e a d s ,  i n  p a r t ,  aa 
,f o ~ l l o w s :  " 

"(13. ) (A)  B e n e v o l e n t  l i f e  i n s u r a n c e  associations of s 
p u r e l y  l o c a l  c h a r a c t e r ,  mutua l  d i t c h  o r  i r r i g a t i o n  
c o m p a n i e s ,  r au tua l  o r  c o o p e r a t i v e  t e l e p h o n e  companies ,  o r  
, l ike .  ' o r g a n i z a t i o n s ;  b u t  o n l y  i f  85 p e r c e n t  o r  more o f  t h e  
incorn,@ c o n c i s t s  o f  amounts  c o l l e c t e d  f rom uembers  f o r  t h e  
s o l e  p u r p o a e  o f  m e e t i n g  l o s s e o  a n d  expenses . "  

. . 
" ( 4 )  C i v i c  l e a g u e s  o r  o r g a n i z a t i o n s  n o t  o r g a n i z e d  

f o r  p r o f i t  b u t  o p e r a t e d  e x c l u s i v e l y  for t h e  p romot ion  of 
s o c i a l  w e l f a r e ,  o r  l o c a l  a s s o c i a t i o n s  of employees ,  t h e  
membersh ip  of  w h i c h  i s  l i m i t e d  t o  t h e  employees of a  

. . d e s i g n a t e d  p e r s o n  o r  p e r s o n s  i n  a  p a r t i c u l a r  
" m u n i c i p a l i t y ,  and t h e  n e t  e a r n i n g s  o f  which  a r e  d e v o t e d  

e r c l u s F v e l y  t o  c h a r i t a b l e ,  e d u c t  t i o n n l ,  o r  r e c r e a t i o n a l  
p u r p o s e s . "  



S e c t i o n  1 e.C31(a)-1 ( 8 )  of t h e  F e d e r a l  Income Tax R e g u l a t i o n s  
p r o v i d e s ,  i n  p a r t ,  t h a t ;  

(3) An o r g a n i z a t i o n  c l a i m i n g  e x e m p t i o n  u n d e r  
. s e c t i o n  5 0 1 ( a )  a n d  d e s c r i b e d  i n  any p a r a g r a p h  o f  

.. s e c t i o n  501  ( c )  ( o t h e r  t h a n  s e c t i o n  5 0 1  ( c )  (1)) s h a l l  f i l e  
t h e  f o rrn of a p p l  i c e  t i o n  p r e s c r i b e d  by t h e  Cnmmiaaioner 

. and  s h a l l  i n c l u d e  t h e r e o n  such  i n f o r m a t i o n  a s  r e q u i r e d  by 
. , . . .. auch  i o r m  and  tne i n s t r u c e i o n s  w i t h  r e s p e c t  t h e r e t o , "  

- : : ~ n  , a ' $p l l ce t ion ,  f o r  r e c o g n i t i o n  of e x m p t i o n  n u n t  be  accompanied by 
' a .conformed copy of a n  o r g a n i z a t i o n ' s  C e r t i f i c a t e  o f  

' . , : l n c o r p o r a r i o n ,  ,... , C o n s t i t u t i c n ,  A r t i c l e s  of Assoc ie . t  i a n ,  T P U G C  
. ' : Indenture,  o r  o t h e r  e n a b l i n g  i n s t r u m e n t .  I f  t b e  o r g a n i z s t i o n  d o e s  . . .  
.. not , ;have  an o r g a n i z i n g  document,  it  w i l l  n o t  q u a l i f y  f o r  
.. gSemptioh* A ' D e c l a r s t i o n  of Eaoements,  C o n d i t i o n s ,  and 
.. OEtl.i.get:ions s t a n d i n g  a l o n e  i s  n o t  a n  o r g a n i z i n g  document ,  

, '.".:, . 
%.  . . ,  

, . 

. . ~ $ ~ m ~ t i o n  as a  l i k e  o r g a n i z a t i o n  is  r e s t r i c t e d  t o  
~ r ~ a n i a a t i o n a  which a r e  a i m i l a r  t o  mutual. d i t c h ,  i r r i g a t i o n  a n d  
t e l e p b n e  compnnies,  a n d  does 11ot e x t e n d  t o  a l l  mutuol  o r  
c o o p e r a t i v e  a r g a n i z o t i o n s .  F o r  i n s t a n c e ,  exemption h a s  been. 

,gr.anted t o  a n  a s s o c i a t i o n  o r g a n i z e d  f o r  t h e  p r o z e s i t i o n  o$  r i v e r  
banks a g a i n s t  e r o s i o n  whose o n l y  i n c o n e  c o n e i s t c d  of a s s e s s m e n t s  
a g a i n s t  t h e  p r o p e r t y  ownern concerned , ,  and t o  a n o n p r o f i t  
o r g a n ' i e a c i o n  which p r o v i d e d  a n d  m a i n t a i n e d  a two-way r a d i o  s y s t e m  
f o r  i i s  me,nbera on a c o o p e r a t i v e  o r  mutua l  b a s i s .  See  Revenue 
~ u f  i n g  '6%--,$64, 1968-2 C . B D  2 2 1 ,  and Revenue Rul ing  57-420, 

' 1957--2 C e B .  308, 

~ e c t i o n  l P 5 0 1 ( h )  (41-1 ( a ) ,  o f  the R e g u l a t i o n s  p r o v i d e s  t h a t  a 
c i v i c  ' : league o r  o r g a n i z a t i o n  d e s c r i b e d  in s e c t i o n  5 0 1  ( c )  ( 4 )  of  t h e  
<ode may. be exempt i f  it i s  n o t  o r g a n i z e d  o r  o p e r a t e d  f o r  p r o g i t  
arrd i e  o p e r a t e 4  ' e x c l u s i v e l y  P c r  t h e  p romot ion  of o o c i a l  w e l f a r e .  
! l S ~ , R e g u l o t i o n e  d e s c r i b e  s o c i a l  w e l f a r e  a s  promoting; i n  some way 
t h e  common good and  g e a e r a l  w e l f a r e  of t h e  p e o p l e  a f  t h e  , 

eonaunity. A s e c t i o n  5 O l ( c ) ( 4 )  o r g a n i e a t i o n  i s  o n e  which i~ 
o p e r a t e d  p r i m a r i l y  f o r  t h e  p u r p o s e  of b r f n g i n g  about c i v i c  
b e t t e r m e n t s  and s o c i a l  improvements .  

Revenue Rul ing  74-17, 1974-1 CeBa 130, p r o v i d e s  t h a t  an 
l i ,  1 /; I 

,. . . o r g a n i z a t i o n  formed by t h e  u n i t  owners o f  n condoruinium houa ing  
, :, p r o j e c t  t o  p r o v i d e  for t h e  management, m a i n t e n a n c e  and  care o f ,  t h e  
: i  . 
, .. common areas of t h e ' p r o j e c t ,  a n  d e f i n e d  by S t a t e  s t a t u t e ,  w i t h  t h e  
I " membership a a s e o n m e n t s  p a i d  by t h e  u n i t  o w n e r s  d o e s  n o t  q u a l i f y  
.. . . f o r  ex,emption f r.om F e d e r a l  income t a x  u n d e r  s e c t i o n  501 ( c )  ( 4 )  of 

.1i;.r-, :. . 
!-- ,.; t h e  Co'de. The s e r v i c e s  p r o v i d e d  c o n s t i t u t e  p r i v a t e  b e n e f i t s  n o t  
S- , , w i t h i n  t h e  purview of  s e c t i o n  501  ( c )  ( 4 ) .  
I 



- 3 -  
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T h i s  rulztng may b e  d i s t i n g u i d h e d  f rom Revenue Rul ing  74-99. _. 
,1974-1 C.B. 131, w h i c h  p r o v i d e s  t h a t ,  t o  q u a l i f y  f o r  e x e m p t i o n  
u n d e r  s e c t i o n  501(c )  (43,  a  homeownere. associat.: .on must (1) s e r v e  a 
"community" w h i c h  b e a r s  a r e a s o n a b l e  r e c o g n i z a b l e  r e l a t i o n s h i p  t e  

.. a n  a r e a  o r d i n a r i l y  i d e n t i f i e d  a s  governrnen tn l ,  (2) n o t  c o n d u c t  
a c t i v i t i e s  d i r e c t e d  t o  t h e  e x t e r i o r  m a i n t e n a n c e  of p r i v a t e  

,residences, and  (3) make the  comnion a r e a s  o r  f a c i l i t i e s  i t  owns 
t a i n s  a v a i l a b l e  f o r  the u s e  and en joyment  o f  t h e  g e n e r a l  

I n t e r n a l  Revenue S e r v i c e  t a k e s  t h e  p o e i t i o n  that ,  i n  o r d e r  
i z a t i o n  t o  q u a l i f y  f o r  e x e m p t i o n  f r o n  F e d e r a l  income 
i a l  w e l f a r e  o r g a n i z a t i o n  d e g c r i b e d  i n  

501 ( c )  (4 )  o f  t h e  Code, f t muet: be  p r i m a r i l y  engaged  i n  
kg i n  sone way t h e  common good a n d  g e n e r a l  w e l f a r e  of t h e  
t y  a s  a whole.  

n t s n a n c e  of p r i v a t e  road  and e a s e m e n t  i u  n o t  s i m i l a r  t o  R 
d i t c h .  i r r i g a t i o n  o r  t e l e p h o n e  company. T h e r e f o r e ,  you a re  
c r i b e d  i n  s e c t i o n  5 0 1 ( c )  (12) of t h e  Code. 

e y o u  p r o v i d e  s e r v i c e s  t o  y o u r  membership  s i m i l a r  t o  t h o # % >  
d  i n  Revenue R u l i n g  74-17 r a t h e r  t h a n  s e r v e  i n  a c a p a c i t y  
t o  a governments1  u n i t  a s  d e a c r i b e d  i n  Revenue 
4-99. you a r e  n o t  d e s c r i b e d  I n  s e c t i o n  5 0 1 ( c ) ( 4 )  of t h e  

',. :You, d$' n o t  have an a c c e p t a b l e  or lyaniz  i n g  document. To p u r s u e  
--exembt'ion' .from F e d e r a l  income t a x ,  i,t would be  n e c e s s a r y  f o r  y o u  

p o r a ' t e  , o r  a d o p t  a r t i c l e s  o f  a s s o c i a t i o n ,  a  c o n s t i t u t i o n ,  
o v e r n i n g  i n s t r u m e n t .  

~ c c o i d + n ~ l ~ ,  we h o l d  t h e e  y o u  a t e  n o t  e n t i t l e d  t o  e x e m p t i o n  
'rso'm F e d e r a l  income tax ss en o r g a n i z a t i o n  d e s c r i b e d  i n  

. . s e c t i c m  5Ol'(c) of t h e  Code. 
..- 

You a r e  r e q u i r e d  t o  f i l e  income t a x  r e t u r n s  a n n u a l l y  w i t h  y o u r  
d i s t r i c t  d i r e c t o r .  

c o n t r i b u t i o n *  made t o  you a r e  n o t  d e d u c t i b l e  as  c h a r i t a b l e  
c o n t r i b u t i o n s  an d e f i n e d  i n  s e c t i o n  1 7 0 t c )  of t h e  Code. 

If you are i n  a g r e e m e n t  w i t h  t h i s  p r o p o s e d  d e t e r m i n a t i o n ,  we 
r e q u e s t  t h a t  you s i g n  and  r e t u r n  t h e  e n c l o s e d  agreement  Form 6018, 
Consent ' t o  P r o p o s e d  A d v e r s e  A c t i o n .  P l e a s e  n o t e  t h e  i n s t r u c t i o n o  
f o r  s i g n i n g  on  t h e  r e v e r s e  s i d e  of t h i s  fo rm,  



If you a r e  n o r  i n  a g r e e m e n t  w i t h  t h i a  p r o p o s e d  d e t e r m i n a t i o n ,  
,we.:cecominend that you r e q u e s t  a h e a r i n g  w i t h  o u r  o f f i c e  o f  
,Reg:lonal Director of  Appea l s .  Your request 2 o r  a h e a r i n g  s h o u l d  
i n c l u d e  a w r i t t e n  a p p e a l  g i v i n g  t h e  facts, law, and a n y  other 

u r  p o s i t i o n  a s  e x p l a i n e d  i n  t h e  e n c l o s e d  
1 t h e n  b e  c o n t a c t e d  t o  a r r a n g e  a  d a t e  f o r  
a y  be h e l d  a t  t h e  o f f i c e  of R e g i o n a l  
f y o u  r e q u e s t ,  a t  a m u t u a l l y  c o n v e n i e n t  
t i d d r e ~ ~ e d  e n v e l o p e  i s  e r s c l o s e d ,  

m y o u  w i t h i n  30 days  iron the da t e  or' 
o t  p r o t e a t  i h i s  p r o p o s e d  d e t e r m i n a t i o n  i n  
become o u r  f i n a l  d e t e r m i n a t i o n  i n  t h i s  

S i n c e r e l y  y o u r s ,  

*** *  ****** 

****** ' .  
D i e t  r i c t  I l l r e c t o r  

,-,.., 




